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Item 2.01. Completion of Acquisition or Disposition of Assets

On August 23, 2011, Ashland Inc. (“Ashland”) filed a report on Form 8-K (the “Original Form 8-K”) to report the completion of
its acquisition of International Specialty Products Inc. (“ISP”) on August 23, 2011, pursuant to the terms of the Stock Purchase
Agreement, dated May 30, 2011, among Ashland and the shareholders of ISP (the “Stock Purchase Agreement”). Pursuant to the terms
of the Stock Purchase Agreement, Ashland acquired all of the outstanding equity interests of ISP. The description of the Stock Purchase
Agreement is qualified in its entirety by the full text of the agreement attached as Exhibit 2.1 to the Current Report on Form 8-K dated
May 31, 2011.

By this amendment to the Original Form 8-K, Ashland is amending and restating Item 9.01 thereof to include the required financial
statement and pro forma financial information.

Item 9.01. Financial Statements and Exhibits

Set forth below are the financial statements relating to the completed acquisition described above that are required to be filed as
part of this Form 8-K:

(a) Financial Statements of Business Acquired

Historical audited Consolidated Balance Sheets of ISP Chemco LLC as of December 31, 2010 and 2009, and historical audited
Consolidated Statements of Income, Consolidated Statements of Cash Flows and Consolidated Statements of Member’s Equity of ISP
Chemco LLC for the Years Ended December 31, 2010 and 2009, and the notes related thereto, with respect to the transaction referred
to above are filed as Exhibit 99.1.

The historical unaudited Consolidated Balance Sheets of ISP Chemco LLC as of July 3, 2011, and historical unaudited
Consolidated Statements of Income and Consolidated Statements of Cash Flows for the three and six months ended July 3, 2011 and July
4, 2010, and the notes related thereto, with respect to the transaction referred to above are filed as Exhibit 99.2.

Ashland is filing the historical audited annual financial information and historical unaudited interim financial information of ISP
Chemco LLC, a wholly-owned subsidiary of ISP, to satisfy the requirements of Rule 3-05 of Regulation S-X with regard to the financial
information of an acquired business.

As noted above, Ashland acquired ISP on August 23, 2011. Prior to the completion of the acquisition, certain nominal non-
operating assets and liabilities were dividended from ISP to its sharcholders. Ashland believes that the historical audited and unaudited
financial statements of ISP Chemco LLC, which exclude these nominal non-operating assets and liabilities, are a more meaningful
presentation of the business acquired by Ashland.

(b) Pro Forma Financial Information
Unaudited Pro Forma Combined Condensed Balance Sheet as of June 30, 2011, and Unaudited Pro Forma Combined

Condensed Statements of Income for the twelve months ended September 30, 2010 and the nine months ended June 30, 2011, and the
notes related thereto, with respect to the transaction referred to above are filed as Exhibit 99.3.
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(d) Exhibits

Exhibit Description

23.1 Consent of Ernst & Young LLP.

99.1 Consolidated Financial Statements of ISP Chemco LLC for the Years Ended December 31, 2010 and 2009.

99.2 Consolidated Financial Statements of ISP Chemco LLC for the Three- and Six-Month Periods Ended July 3, 2011
and July 4, 2010.

99.3 Pro Forma Financial Information.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf
by the undersigned hereunto duly authorized.

ASHLAND INC.
(Registrant)

October 28, 2011 /s/ Lamar M. Chambers

Lamar M. Chambers
Senior Vice President and
Chief Financial Officer
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23.1

99.1

99.2

99.3

Consent of Ernst & Young LLP.

EXHIBIT INDEX

Consolidated Financial Statements of ISP Chemco LLC for the Years Ended December 31, 2010 and 2009.

Consolidated Financial Statements of ISP Chemco LLC for the Three- and Six-Month Periods Ended July 3, 2011 and July

4,2010.

Pro Forma Financial Information.
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Exhibit 23.1

CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference, in the following registration statements:

1. Registration Statement (Form S-8 Nos. 333-172019) pertaining to the 2011 Ashland Inc. Incentive Plan,
2. Registration Statements (Forms S-8 Nos. 333-54766-99 and 333-127348) pertaining to the Amended and Restated Ashland
Inc. Incentive Plan,
Registration Statement (Form S-8 No. 333-131792) pertaining to the 2006 Ashland Inc. Incentive Plan,
Registration Statement (Form S-8 No. 33-62091-99) pertaining to the Ashland Inc. Deferred Compensation Plan,
5. Registration Statement (Form S-8 No. 33-52125-99) pertaining to the Ashland Inc. Deferred Compensation Plan for Non-
Employee Directors,
6. Registration Statement (Form S-8 No. 333-122269-99) pertaining to the Ashland Inc. Deferred Compensation Plan for
Employees (2005),
7. Registration Statement (Form S-8 No. 333-122270-99) pertaining to the Ashland Inc. Deferred Compensation Plan for Non-
Employee Directors (2005),
8. Registration Statements (Forms S-8 Nos. 33-32612-99 and 333-157040) pertaining to the Ashland Inc. Employee Savings Plan,
9. Registration Statement (Form S-8 No. 33-49907-99) pertaining to the Ashland Inc. Leveraged Employee Stock Ownership Plan,
10. Registration Statement (Form S-8 No. 333-155386) pertaining to the Hercules Incorporated Amended and Restated Long Term
Incentive Compensation Plan and the Hercules Incorporated Omnibus Equity Compensation Plan for Non-Employee Directors,
and
11. Registration Statement (Form S-8 No. 333-155396) pertaining to the Amended and Restated Ashland Inc. Union Employee
Savings Plan;

B w

of our report dated March 25, 2011, with respect to the consolidated financial statements of ISP Chemco LLC, included in this Current
Report on Form 8-K/A of Ashland Inc.

/s/ Ernst&Young LLP
New York, New York
October 28, 2011
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Report of Independent Auditors

To the Sole Member of
ISP Chemco LLC:

We have audited the accompanying consolidated balance sheets of ISP Chemco LLC as of December 31, 2010 and 2009, and the
related consolidated statements of income, cash flows, and member’s equity for each of the three years in the period ended December 31,
2010. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. We
were not engaged to perform an audit of the Company’s internal control over financial reporting. Our audits included consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express
no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of ISP

Chemco LLC at December 31, 2010 and 2009, and the consolidated results of its operations and its cash flows for each of the three
years in the period ended December 31, 2010 in conformity with U.S. generally accepted accounting principles.

Ernst & Young LLP
March 25, 2011
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Net sales

Cost of products sold

Selling, general and administrative

Other operating gains and (charges), net
Amortization of intangible assets

Operating income

Interest expense

Interest income

Other income (expense), net

Income before income taxes
Income tax benefit (provision)
Net income

ISP Chemco LLC

Consolidated Statements of Income

Year Ended December 31
2010 2009 2008
(Thousandls)

$ 1,534,321 S 1,261,487 $ 1,622,265
(1,088,422)  (917,903)  (1,212,026)
(177,345)  (163,220)  (204,717)

- (4,538) 6,183
(4,547) 4,310) (5,727)
264,007 171,516 205,978
(80,024) (61,446) (74,335)
11,901 15,762 5,587
(12,028) 1,952 (12,018)
183,856 127,784 125,212
779 (3,143) (11,837)

$ 184,635 $§ 124641 § 113,375

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.

G-I_EPA0018446



ISP Chemco LLC
Consolidated Balance Sheets

December 31

2010 2009
(Thousandls)
Assets
Current assets:
Cash and cash equivalents $ 240,348 S 286,116
Accounts receivable, trade, less allowance of $6,912 and
$7,119 at December 31, 2010 and 2009, respectively 161,338 146,589
Receivable from asset securitization program 53,947 5,475
Accounts receivable, other 24,408 32,876
Receivables from related parties 21,007 23,710
Inventories, net 265,357 247,714
Other current assets 12,090 10,864
Total current assets 778,495 753,344
Property, plant and equipment, net 619,704 617,437
Goodwill 294,840 295,521
Intangible assets, net of accumulated amortization of $26,569
and $22,703 at December 31, 2010 and 2009, respectively 48,741 55,192
Long-term loan receivable from related party - 153,825
Other assets 75,458 87,874
Total assets $ 1,817,238 $ 1,963,193
Liabilities and member’s equity
Current liabilities:
Current maturities of long-term debt $ 12,455 $ 12,455
Accounts payable 148,568 124,276
Accrued liabilities 171,451 185,848
Income taxes payable 2,361 —
Total current liabilities 334,835 322,579
Long-term debt less current maturities 1,189,453 1,201,908
Deferred income tax liabilities 14,692 15,439
Other liabilities 120,578 132,569
Commitments and contingencies
Member’s equity:
Member’s interest and additional paid-in capital 53,953 53,953
Retained earnings 142,580 290,118
Accumulated other comprehensive loss (38,853) (53,373)
Total member’s equity 157,680 290,698
Total liabilities and member’s equity $ 1,817,238 § 1,963,193

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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ISP Chemco LLC

Consolidated Statements of Cash Flows

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:

Gain on sale of assets

Depreciation

Amortization of intangible assets

Noncash interest credits

Noncash interest charges

Noncash income tax benefit

Deferred income taxes
(Increase) decrease in working capital items
Proceeds from accounts receivable sold
Accounts receivable settled
(Increase) decrease in other assets
Increase (decrease) in other liabilities
Environmental insurance recoveries
Increase in receivables from related parties
Other, net
Net cash provided by operating activities

Cash flows from investing activities

Capital expenditures and acquisitions

Net proceeds from sale of assets

Net cash provided by (used in) investing activities

Cash flows from financing activities

Decrease in short-term debt

Repayments of long-term debt

Proceeds from borrowings under revolving credit facility
Repayments of borrowings under revolving credit facility
Increase in loans to related party

Repayments of loans from related party

Dividends to sole member

Capital contribution from sole member

Net cash used in financing activities

Effect of exchange rate fluctuations on cash and cash equivalents
Net change in cash and cash equivalents

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Year Ended December 31
2010 2009 2008
(Thousands)

$ 184,635 § 124,641 $ 113,375
- - (8,727)

60,378 60,181 67,625

4,547 4,310 5,727

- (4,500) —

26,167 4,678 1,307

(12,816) - -
558 (641) (1,903)

(37,753) 27,430 33,093

13,806 26,686 18,337
(51,061) (28,363) (32,075)

188 (9,021) 4,976
5,682 (1,532) (11,578)

18,262 7,284 1,526
(1,845) (7,593) (7,934)

1,490 992 2,517

212,238 204,552 186,266
(70,019) (78,819) (81,167)

— — 85,668

(70,019) (78.,819) 4,501
- - (1,331)
(12,455) (12,467) (13,191)

- 83,900 500,000
- (83,900) (500,000)

- (298,634) —

- 149,309 -

(173,800) (34,000) -

— 26,000 -
(186,255) (169,792) (14,522)
(1,732) 722 (890)

(45,768) (43,337) 175,355

286,116 329,453 154,098

$ 240,348 $ 286,116 § 329,453
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ISP Chemco LLC

Consolidated Statements of Cash Flows (continued)

Year Ended December 31
2010 2009 2008
(Thousands)
Supplemental cash flow information
Effect on cash from (increase) decrease in working capital items*:
Accounts receivable $ (29,103) $ (728) $ 66,962
Inventories (19,094) 23,804 (11,271)
Prepaid expenses (1,965) (3,375) 2,670
Accounts payable 29,830 (8,373) (13,864)
Accrued liabilities (20,969) 26,624 (6,094)
Income taxes 3,548 (10,522) (5,310)
Net effect on cash from (increase) decrease in working capital items $ (37,753) § 27430 § 33,093
Cash paid during the period for:
Interest (net of amount capitalized) $ 56,041 § 56,372 § 77,853
Income taxes paid (including taxes paid pursuant to
the Tax Sharing Agreement) $ 8,629 § 16,190 § 26,545
Acquisitions:
Fair market value of assets acquired, net of cash acquired $ - 3 11,799 § 1,107
Liabilities assumed — = =
Purchase price of acquisitions $ - 3 11,799  § 1,107

*  Working capital items exclude cash and cash equivalents, short-term debt and receivables from related parties. Working capital acquired in
connection with acquisitions is reflected within “Capital expenditures and acquisitions.” The effects of reclassifications between noncurrent and
current assets and liabilities are excluded from the amounts shown. In addition, the change in accounts receivable shown above does not reflect the
cash proceeds from the sale of the Company’s domestic trade accounts receivable (see Note 9); such proceeds are reflected separately in cash from
operating activities.

Supplemental Disclosure of Financing Activities:

On October 1, 2010, ISP Chemco LLC distributed a promissory note receivable from a related party to its sole member, International
Specialty Holdings LLC (“IS Holdings”), in the form of a non-cash dividend. In connection with this dividend, the long-term loan
receivable of $153.8 million from ISP Investco LLC, a 100% owned subsidiary of IS Holdings, together with accrued interest receivable
of $4.6 million, was eliminated.

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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ISP Chemco LLC

Consolidated Statements of Member’s Equity

Member’s Accumulated
Interest and Other
Additional Retained Comprehensive Comprehensive
Paid-In Capital Earnings Income (Loss) Income
(Thousands)
Balance, December 31, 2007 $ 27953 $ 86,102 § (9,419)
Comprehensive income, year ended December 31, 2008:
Net income = 113,375 - $ 113,375
Other comprehensive loss:
Unrealized losses on derivative hedging instruments - - (37,904) (37,904)
Foreign currency translation adjustment — — (29,050) (29,050)
Pension and postretirement plans liability adjustment = - (6,381) (6,381)
Comprehensive income $ 40,040
Balance, December 31, 2008 $ 27953 § 199,477 § (82,754)
Comprehensive income, year ended December 31, 2009:
Net income — 124,641 - $ 124,641
Other comprehensive income (loss):
Change in unrealized losses on derivative hedging instruments:
Effect of hedge losses recognized in income - - 28,407 28,407
Net change in fair value of derivative
hedging instruments — — (15,274) (15,274)
Foreign currency translation adjustment = = 11,687 11,687
Pension and postretirement plans
liability adjustment — — 4,561 4,561
Comprehensive income $ 154,022
Dividends to sole member - (34,000) -
Capital contribution from sole member 26,000 — —
Balance, December 31, 2009 $ 53953 § 290,118 § (53,373)
Comprehensive income, year ended December 31, 2010:
Net income — 184,635 - 3 184,635
Other comprehensive income (loss):
Change in unrealized losses on derivative hedging instruments:
Effect of hedge losses recognized in income - - 53,722 53,722
Net change in fair value of derivative
hedging Instruments - - (30,188) (30,188)
Foreign currency translation adjustment - - 4,112) 4,112)
Pension and postretirement plans
liability adjustment - - (4,902) (4,902)
Comprehensive income $ 199,155
Dividends to sole member — (332,173) —
Balance, December 31, 2010 $ 53,953 $ 142,580 $ (38,853)

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.

G-I_EPA0018450



ISP Chemco LLC
Notes to Consolidated Financial Statements

1. Basis of Presentation and Organization
Organization

ISP Chemco Inc., which was formed on June 24, 1998, converted to ISP Chemco LLC (the “Company”) effective September 29, 2006.
The Company’s parent company, its sole member, International Specialty Holdings LLC (“IS Holdings”), was formed in 2001. IS
Holdings is a 100% owned subsidiary of International Specialty Products Inc. (“ISP”). Ronnie F. Heyman, Chairman of ISP, has voting
and dispositive control of 100% of the common stock of ISP. Any references to the “Company” shall be deemed to be references to the
Company and its subsidiaries or to specific entities within the Company’s consolidated group, as the context warrants.

The Company is engaged principally in the manufacture and sale of a wide range of specialty and industrial chemicals. The Company is a
leading multinational manufacturer and supplier of chemicals for a wide variety of personal care, pharmaceutical, beverage, biocides,
plastics, tire and rubber and other applications that enhance product performance. The Company produces more than five hundred
specialty chemicals which are marketed and sold to over six thousand customers in more than ninety countries worldwide.

2. Summary of Significant Accounting Policies

Principles of Consolidation

All subsidiaries are consolidated, and all intercompany transactions have been eliminated.
Financial Statement Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles (“GAAP”) requires management
to make certain estimates and assumptions relating to the reported amounts of assets and liabilities and the disclosure of contingent assets
and liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses during the period.
Significant items subject to such estimates and assumptions include: valuation allowances for receivables and inventories; the carrying
amount of property, plant and equipment; goodwill and intangible assets; environmental liabilities; assets and obligations related to
employee benefits; and other contingencies. Actual results could differ from those estimates. In the opinion of management, the
consolidated financial statements herein

G-I_EPA0018451



ISP Chemco LLC

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

contain all adjustments necessary to present fairly the financial position and the results of operations and cash flows of the consolidated
group for the periods presented. The Company does not anticipate any changes in management estimates that would have a material
impact on operations, liquidity or capital resources.

Revenue Recognition

The Company’s revenue recognition policy requires the recognition of sales when there is evidence of a sales agreement, the delivery of
goods has occurred, the sales price is fixed or determinable and the collectibility of revenue is reasonably assured.

Value Added Taxes (VAT)

Certain foreign governments assess value added taxes (“VAT”) on the Company’s sales within those countries. The Company collects the
VAT from its customers and pays such taxes to the foreign governments. The Company’s policy is to present VAT in its Consolidated
Statements of Income on a net basis, that is, excluded from net sales. VAT receivables and VAT payables are included in the
Consolidated Balance Sheets within accounts receivable, other, and accounts payable, respectively.

Financial Instruments

The fair value of cash and cash equivalents, including money market funds, receivables, short-term debt, accounts payable and accrued
liabilities approximate their carrying value due to their short-term nature. See Note 14 for a discussion of the Company’s long-term debt.

Cash and Cash Equivalents

Cash and cash equivalents include cash on deposit and debt securities purchased with original maturities of three months or less.
Accounts Receivable, Trade

Customer account balances are monitored through a review of account balance agings, an assessment of customer financial condition and

interactions with the customers. The Company maintains allowances for doubtful accounts for estimated losses resulting from the inability
of its
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ISP Chemco LLC

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

customers to make required payments. Management regularly assesses the financial condition of the Company’s customers and the
markets in which these customers participate and adjusts credit limits or the allowance for doubtful accounts based on this review.
Accounts are written off when they are deemed to be totally uncollectible.

Inventories

Inventories are stated at the lower of cost or market. The LIFO (last-in, first-out) method is utilized to determine cost for substantially all
U.S.-located acetylene-based finished goods, work-in-process and the raw materials used to produce these products, as well as the
inventory for the synthetic elastomers business. The Company believes that the use of LIFO for those products results in a better matching
of costs and revenues. All other inventories are valued on the FIFO (first-in, first-out) method. The Company adjusts its inventories for
estimated obsolescence or unmarketable inventories equal to the difference between the cost of inventories and their estimated market
value based upon assumptions about future demand and market conditions.

Property, Plant and Equipment

Property, plant and equipment are stated at cost less accumulated depreciation. Depreciation is computed on the straight-line method
based on the estimated economic lives of the assets. The Company uses an economic life of 10-20 years for land improvements, 40 years
for buildings, 20 years for building improvements and 3-20 years for machinery and equipment, which includes furniture and fixtures.
Repairs in excess of $25,000 are capitalized if the repair relates to major equipment components and also extends the useful life of an
asset three or more years beyond its original estimated useful life and adds to the value of the asset. Certain interest charges are capitalized
during the period of construction as part of the cost of property, plant and equipment. Capitalized interest charges amounted to $443,000,
$427,000 and $533,000 for 2010, 2009 and 2008, respectively.

Plant Turnaround Costs

Plant turnarounds are scheduled periodically to complete plant maintenance and replenish catalyst that is utilized in the chemical processes
and which has a limited life. Costs related to these turnarounds are charged to operations in the year they are incurred.
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ISP Chemco LLC

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Goodwill

Goodwill represents the excess of the purchase price of an acquired enterprise over the fair value of the identifiable assets acquired and
liabilities assumed. Tests for impairment of goodwill are performed on at least an annual basis, or at any other time if events occur or
circumstances indicate that the carrying amount of goodwill may not be recoverable. The impairment testing is performed in two steps: (i)
the Company determines impairment by comparing the fair value of a reporting unit with its carrying value; and (ii) if step (i) indicates an
impairment, the Company measures the amount of impairment loss by comparing the implied fair value of goodwill with the carrying
amount of that goodwill.

To determine the fair value of each reporting unit, the Company utilizes a combination of an “income” approach and a “market value”
approach. With the “income” approach, the Company develops a discounted cash flow analysis based upon budgets and projections
reviewed and utilized by its management. In addition to the projected cash flow, the Company develops an appropriate terminal value
based on the operating results for the last year in the projection. Second, the Company develops a “market value” approach to value each
reporting unit, utilizing profitability data of comparable publicly traded firms in each industry and compares the carrying value of each
reporting unit with those independent firms. The two methods are then correlated based on the relevance and reliability of the two
approaches.

Intangible Assets

Intangible assets with a finite life are amortized on a straight-line basis over the estimated useful lives of the assets and reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset might be impaired. Intangible assets
with indefinite useful lives are not amortized, but are instead tested for impairment at least annually. The useful lives of all intangible assets
are evaluated each reporting period to determine if a revision is warranted. See “Valuation of Long-Lived Assets” below and also
Note 12.

Valuation of Long-Lived Assets
The Company reviews the recoverability of long-lived assets to be held and used, including amortizable intangible assets, whenever events

or circumstances indicate that the carrying amount of the asset may not be recoverable, and identifies and measures any potential
impairments. The carrying value of a long-lived asset to be held and used is considered impaired
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ISP Chemco LLC

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

when the anticipated undiscounted cash flows from such an asset are less than the carrying value of the asset. If that occurs, a loss would
be recognized based on the amount by which the carrying value exceeds the fair value of the long-lived asset.

Debt Issuance Costs

Debt issuance costs are amortized to interest expense on a straight-line basis over the life of the related debt, which approximates the
effective interest rate method. Unamortized debt issuance costs of $4.1 and $5.4 million are included in other assets in the Consolidated
Balance Sheets at December 31, 2010 and 2009, respectively.

Environmental Liability

The Company, together with other companies, is a party to a variety of proceedings and lawsuits involving environmental matters
(“Environmental Claims”). The Company estimates that its liability with respect to such environmental matters, and certain other
environmental compliance expenses, as of December 31, 2010 and 2009, was $32.0 and $32.3 million, respectively, before reduction for
estimated insurance recoveries included in the Consolidated Balance Sheets of $0 and $18.3 million, respectively. The gross environmental
liability is included within accrued liabilities and other liabilities, and the estimated insurance recoveries are included within accounts
receivable, other, and other assets. See Note 21 for further discussion with respect to environmental liabilities and estimated insurance
recoveries.

The Company accrues environmental costs when it is probable that it has incurred a liability and the expected amount can be reasonably
estimated. The amount accrued reflects the Company’s assumptions about remedial requirements at the contaminated site, the nature of
the remedy, the outcome of discussions with regulatory agencies and other potentially responsible parties at multiple-party sites, and the
number and financial viability of other potentially responsible parties. Certain of the Environmental Claims are in their early stages and,
accordingly, estimates of the potential liability related to such claims could increase as further action is taken. In addition, adverse decisions
or events, particularly as to increases in remedial costs, discovery of new contamination, assertion of natural resource damages, plans for
development of the Company’s Linden, New Jersey property (see Note 21), and uncertainty in the liability and the financial responsibility
of the other parties involved at each site and their insurers, could cause the Company to increase its estimate of liability in respect of those
matters. It is not currently possible to estimate the amount or range of any additional liability.
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ISP Chemco LLC

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

The estimated liability for certain contaminated sites represents the present value of long-term future post-closure costs. Estimated future
payments are discounted where ongoing operating and maintenance expenses are predicted to run over a multi-year period and the
amount and timing can be reliably determined. These estimated costs were discounted at a risk free interest rate which is representative of
an interest rate on monetary assets with maturities comparable to the environmental liability.

The Company has recognized receivables for estimated environmental insurance recoveries that relate to both past expenses and estimated
future liabilities when the claim for recovery is deemed probable. The Company’s determination that a recovery is probable is based on a
variety of factors, including (i) the terms of the applicable insurance recovery, (ii) an analysis of the fact pattern relating to each individual
claim, including the past and projected future environmental expenses incurred by the Company with respect to each claim, (iii) an analysis
of the applicable law, (iv) court rulings in the litigation that G-I Holdings Inc. (“G-1 Holdings”) commenced in 1997 on behalf of itself and
its predecessors, successors, subsidiaries and related corporate entities (the “Coverage Litigation”) (see also Note 21), (v) the projected
allocation of recovery among the plaintiffs in the Coverage Litigation, (vi) application of the expert advice of insurance specialists (including
outside counsel), (vii) experience of the Company and its outside advisors (including outside counsel) in similar cases, (viii) the Company’s
recovery experience in circumstances involving similar or substantially similar policies and (ix) the terms of concluded settlements with
other insurers. In addition, the Company’s outside counsel provides the Company with a detailed analysis of the Company’s potential
recovery. Based on the Company’s analysis and the above-referenced detailed analysis of outside counsel, the probable insurance
recovery is determined. In connection with the Company’s ultimate recognition of its insurance recovery receivable, the Company’s
outside counsel provides its concurrence that the recovery of the aggregate receivable is probable.

The environmental insurance receivables recorded as of December 31, 2009 of $18.3 million were received in full from the insurers during
2010. After considering the relevant legal issues and other pertinent factors, the Company believes that the Company’s insurance
recoveries, which totaled $46.9 million received during the years 2007 through 2010, were in excess of the current estimated liability for
all Environmental Claims, although there can be no assurance in this regard.
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2. Summary of Significant Accounting Policies (continued)
Foreign Currency Translation

Assets and liabilities of foreign subsidiaries are translated at year-end exchange rates. Income and expenses are translated at average
exchange rates prevailing during the year. The effects of these translation adjustments are reported in a separate component of member’s
equity, accumulated other comprehensive loss, and amounted to $5.4 and $9.5 million as of December 31, 2010 and 2009, respectively.
Exchange gains (losses) arising from transactions denominated in a currency other than the functional currency of the entity involved,
principally related to the revaluation of payables and receivables, are included in other income (expense), net, and amounted to $(8.8),
$7.3 and $(1.6) million in 2010, 2009 and 2008, respectively.

Accumulated Other Comprehensive Income (Loss)

Comprehensive income includes net income, unrealized gains and losses from derivative hedging instruments, foreign currency translation
adjustments and pension and postretirement plans liability adjustments and is disclosed in the Consolidated Statements of Member’s

Equity.

Changes in the components of accumulated other comprehensive income (loss), net, for the years 2010, 2009 and 2008 are as follows:

Unrealized Cumulative
Gains (Losses) Foreign Pension and Accumulated
On Derivative Currency Postretirement Other
Hedging Translation Plans Liability Comprehensive
Instruments Adjustment Adjustment Income (Loss)
(Thousands)
Balance, December 31, 2007 $ (24,006) $ 26,851 $ (12,264) § (9,419)
Change for the year 2008 (37,904) (29,050) (6,381) (73,335)
Balance, December 31, 2008 (61,910) (2,199) (18,645) (82,754)
Change for the year 2009 13,133 11,687 4,561 29,381
Balance, December 31, 2009 (48,777) 9,488 (14,084) (53,373)
Change for the year 2010 23,534 (4,112) (4,902) 14,520
Balance, December 31, 2010 $ (25,243) $ 5,376 $ (18,986) $ (38,853)
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2. Summary of Significant Accounting Policies (continued)
Income Taxes

ISP Chemco Inc. was converted to ISP Chemco LLC on September 29, 2006. For tax purposes, the Company is considered to be a
division of ISP. Effective January 1, 2007, ISP elected to be taxed under the provisions of Subchapter S of the Internal Revenue Code,
and accordingly, the Company is treated as part of an S Corporation. With certain exceptions, ISP no longer pays Federal or state and
local income taxes on its operating and other recurring income for periods for which it is treated as an S corporation. Effective January 1,
2007, ISP’s shareholders include their pro-rata share of ISP’s taxable income on their individual income tax returns.

In connection with the S election, effective January 1, 2007, the Company entered into a tax sharing agreement with IS Holdings, its
parent company, and ISP with respect to the payment of Federal income taxes and certain related matters. During the term of the 2007
Tax Sharing Agreement, which extends as long as the income and deductions of the Company, as well as any of its domestic subsidiaries,
are included in the Federal taxable income of ISP (or a successor entity), IS Holdings, or included in Federal taxable income by ISP’s
direct or indirect shareholders, the Company is obligated to pay to ISP an amount equal to those Federal income taxes the Company
would have incurred if the Company filed its own consolidated Federal income tax return. The 2007 Tax Sharing Agreement provides for
analogous principles to be applied to any state or local taxes. See Note 8.

Notwithstanding ISP’s election to be taxed as an S Corporation, for those tax jurisdictions (generally outside the United States) where the
Company must pay income taxes on its operating and other recurring income, a tax provision is recognized.

Shipping and Handling Costs

Shipping and handling costs are included in cost of products sold in the accompanying Consolidated Statements of Income.
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2. Summary of Significant Accounting Policies (continued)
Research and Development

Research and development costs are charged to operations as incurred and amounted to $34.8, $30.3 and $33.5 million for 2010, 2009
and 2008, respectively. Such amounts are included in selling, general and administrative expenses in the accompanying Consolidated
Statements of Income.

Stock—based Employee Compensation

The Company accounts for incentive units granted to eligible Company employees pursuant to ISP’s 2000 Long-Term Incentive Plan,
2003 Executive Long-Term Incentive Plan, and 2007 “N” and “O” Long-Term Incentive Plans under current authoritative accounting
guidance which requires that the compensation cost resulting from all share-based payment transactions be recognized in the financial
statements. The Company measures compensation as the amount by which the Book Value (as defined) of the incentive units covered by
the grant exceeds the option price or value specified of such incentive units at the date of grant. Changes, either increases or decreases, in
the value of those incentive units between the date of grant and the measurement date result in a change in the measure of compensation
for the right or award.

Derivatives and Hedging

The Company accounts for derivatives and hedging pursuant to current authoritative accounting guidance which requires that changes in a
derivative’s fair value be recognized currently in earnings unless specific hedge accounting criteria are met, which for qualifying hedges
allow the effective portion of a derivative’s unrealized gains and losses to be recorded in accumulated other comprehensive income.

At the date the derivative is designated as a hedge, the Company formally documents the hedging relationship and its risk management
objective and strategy for undertaking the hedge, the nature of the risk being hedged, the item being hedged, the hedging instrument, how
the hedging instrument’s effectiveness in offsetting the hedged risk will be assessed, and a description of the method of measuring
ineffectiveness. The Company also formally assesses, both at the hedge’s inception and on an ongoing basis, whether the derivatives that
are used in hedging transactions are highly effective in offsetting changes in fair value or cash flows of hedged items.

G-I_EPA0018459



ISP Chemco LLC

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Subsequent Events
The Company evaluated all subsequent events through March 25, 2011, the date the financial statements were available to be issued.

3. Recent Accounting Pronouncements

In June 2009, the Financial Accounting Standards Board (“FASB”) adopted the FASB Accounting Standards Codification (the
“Codification”) and the Hierarchy of Generally Accepted Accounting Principles. The Codification will henceforth be the source of
authoritative U.S. generally accepted accounting principles (“GAAP”) to be applied by nongovernmental entities. The Codification was
effective for financial statements issued for interim and annual periods ending after September 15, 2009. On the effective date, the
Codification superseded all then-existing non-SEC accounting and reporting standards. All other non-grandfathered non-SEC accounting
literature not included in the Codification became non-authoritative. The FASB no longer issues new accounting guidance in the form of
Statements, FASB Staff Positions or Emerging Issues Task Force Abstracts. Instead, it now issues Accounting Standards Updates
(“ASU’s”) to update the Codification. The Company considers the applicability and impact of all ASU’s. ASU’s not discussed herein
were assessed and determined to be ecither not applicable or are expected to have minimal impact on the Company’s consolidated
financial position and results of operations.

In June 2009, the FASB issued amended accounting and disclosure guidance related to the accounting for transfers of financial assets. The
objective of the amended guidance is to improve the relevance, representational faithfulness and comparability of the information that a
reporting entity provides in its financial reports about a transfer of financial assets; the effects of a transfer on its financial position, financial
performance and cash flows; and a transferor’s continuing involvement in transferred financial assets. The accounting guidance, among
other things:

a. Removes the concept of a qualifying special-purpose entity from previous accounting guidance and removes the exception from
previous guidance to variable interest entities that are qualifying special-purpose entities.

b. Establishes conditions for reporting a transfer of a portion of a financial asset as a sale.
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Notes to Consolidated Financial Statements (continued)

3. Recent Accounting Pronouncements (continued)

c. Defines a participating interest.

d. Requires that a transferor recognize and initially measure at fair value assets obtained and liabilities incurred as a result of a transfer
of an entire financial asset or a group of financial assets accounted for as a sale.

e. Requires enhanced disclosures to provide financial statement users with greater transparency about transfers of financial assets and
a transferor’s continuing involvement with transfers of financial assets accounted for as sales.

The amended accounting and disclosure requirements were effective for interim and annual periods beginning after November 15, 20009.
Adoption of this accounting and disclosure guidance effective January 1, 2010 did not have a material impact on the Company’s
consolidated financial statements.

In June 2009, the FASB issued amended accounting guidance on accounting for variable interest entities (“VIE”). Among other things, the
new guidance requires a qualitative rather than a quantitative analysis to determine the primary beneficiary of a VIE; requires continuous
assessments of whether an enterprise is the primary beneficiary of a VIE; enhances disclosures about an enterprise’s involvement with a
VIE; and amends certain guidance for determining whether an entity is a VIE. Under the new guidance, a VIE must be consolidated if the
enterprise has both (a) the power to direct the activities of the VIE that most significantly impact the entity’s economic performance, and
(b) the obligation to absorb losses or the right to receive benefits from the VIE that could potentially be significant to the VIE. The new
accounting guidance was effective for interim and annual periods that begin after November 15, 2009. Adoption of this accounting and
disclosure guidance effective January 1, 2010 did not have a material impact on the Company’s consolidated financial statements because
the Company does not currently have any interests in a variable interest entity.

In January 2010, the FASB issued ASU No. 2010-6, Improving Disclosures about Fair Value Measurements, which requires
additional disclosure about the various classes of assets and liabilities measured at fair value, the valuation techniques and inputs used, the
activity in Level 3 fair value measurements and the transfers between Levels 1, 2 and 3. The new disclosures were effective for interim and
annual reporting periods beginning after December 15, 2009, except for the Level 3 activity disclosures, which are effective for fiscal years
beginning after December 15, 2010. See Note 15.

G-I_EPA0018461



ISP Chemco LLC

Notes to Consolidated Financial Statements (continued)

4. Dividends and Capital Contribution

During 2010, the Company paid a total of $173.8 million in dividends to its sole member. Also, on October 1, 2010, the Company
distributed a promissory note receivable from a related party to its sole member in the form of a non-cash dividend. In connection with this
dividend, the long-term loan receivable of $153.8 million from ISP Investco LLC, a 100% owned subsidiary of IS Holdings, together with
accrued interest receivable of $4.6 million, was eliminated (see also Note 13).

During 2009, the Company paid a total of $34.0 million in dividends to its sole member and received a capital contribution of
$26.0 million from its sole member.

5. Other Operating Gains and (Charges), Net

Other operating gains and (charges), net are comprised of the following:

Year Ended December 31
2010 2009 2008
(Thousandls)
Restructuring charges $ - S (4,538) $ (2,544)
Gain on sale of assets - - 8,727
Other operating gains and (charges), net $ - $ (4,538) $ 6,183

During the second fiscal quarter of 2009, the Company’s management approved a restructuring plan for its biocides business unit in order
to address lower market demand and its impact on, among other things, this unit’s excess manufacturing capacity. As part of this
restructuring plan, on July 1, 2009, the Company initiated a project to curtail operations of its biocides manufacturing facility in Montdidier,
France, which resulted in the mothballing of this facility at the end of the year 2009 until such time as market demand returns. As a result,
the Company recorded a $4.5 million restructuring charge related to severance costs and clean-up costs to comply with local
environmental regulations. The balance in the accrual at December 31, 2010 was $1.2 million for remaining clean-up costs.

In May 2008, the Company entered into an agreement to sell its hydrocolloids ingredients business to FMC Corporation. The transaction

closed on August 18, 2008. FMC acquired the Company’s alginates and food blends business (other than the Company’s Germinal
blending business based in Brazil), including the Company’s Girvan, Scotland manufacturing facility. The
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5. Other Operating Gains and (Charges), Net (continued)

Company’s hydrocolloid ingredients business had net sales of approximately $80 million in 2007. The pre-tax gain on the sale was
$8.2 million.

In November 2008, the Company sold its Carmine business in France, which had been acquired in 2006 as a part of the acquisition of
Progiven S.A.S., a French manufacturer of biocides. The Carmine business primarily sold food coloring to the meat industry. Sales in
2008 for the Carmine business were insignificant, and the pre-tax gain on the sale of the business was $0.5 million.

As a result of the global economic outlook for 2009, in the fourth quarter of 2008, the Company instituted various measures to maximize
profitability of the Company. In that regard, the Company implemented a company-wide cost rationalization program in November 2008
and provided $2.5 million for severance as a restructuring charge, which was paid during 2009.

6. Other Income (Expense), Net

Other income (expense), net, is comprised of foreign exchange gains (losses) resulting from the revaluation of foreign currency-
denominated accounts receivable and payable as a result of changes in exchange rates, and other expenses that are not associated with
ongoing operations or that are caused by events not reflective of the Company’s normal business activities. Other income (expense), net, is
comprised of the following:

Year Ended December 31
2010 2009 2008
(Thousandls)
Foreign exchange gains (losses) $ (8,769) $ 7,307 $ (1,625)
Financing costs on sale of accounts receivable (see Note 9) (1,147) (760) (2,143)
Environmental provision relating to Linden, N.J. nonoperating property (see Note 21) (2,578) (913) (4,701)
Legal fees related to Linden, N.J. property 99) (745) (1,551)
Net income (interest expense) on insurance policies 549 (172) (759)
Miscellaneous other income (expense), net 16 (2,765) (1,239)
Other income (expense), net $  (12,028) S 1,952 §  (12,018)
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7. Property Damage and Business Interruption Insurance Claims

On July 26, 2008, the Company’s Calvert City, Kentucky plant suffered a fire in its vinylator process structure. As a result, the structure
was shut down for restoration and the vinylator unit was restarted on November 21, 2008. The Company filed a property damage (“PD”)
insurance claim which was settled in June 2009. The Company’s total recovery on the claim was $1.8 million, net of a $2.5 million
deductible.

On September 13, 2008, the Company’s plant in Port Neches, Texas was shut down as a result of Hurricane Ike, having been evacuated
on September 11th, The plant was out of operation as a result of a loss of power until September 24th and was then only able to operate
on a limited basis until October 10th because of the lack of water needed for operations. The plant sustained only minimal property
damage. The Company has insurance for business interruption (“BI”) and filed an insurance claim. In April 2010, a settlement agreement
was reached with the Company’s insurers for $6.6 million, net of deductible. The proceeds from the settlement were received in the
second quarter of 2010 and recorded as a reduction of the cost of products sold.

8. Income Taxes

ISP Chemco Inc. was converted to ISP Chemco LLC on September 29, 2006. For tax purposes, the Company is considered to be a
division of ISP. Effective January 1, 2007, ISP elected to be taxed under the provisions of Subchapter S of the Internal Revenue Code,
and accordingly, the Company is treated as part of an S Corporation. With certain exceptions, ISP no longer pays Federal or state and
local income taxes on its operating and other recurring income for periods for which it is treated as an S corporation. Effective January 1,
2007, ISP’s shareholders include their pro-rata share of ISP’s taxable income on their individual income tax returns.

Accounting Standards Codification Topic 740, “Income Taxes,” requires that deferred tax liabilities only be retained to the extent that the
Company would be subject to a built-in gains tax recognized on the disposition of assets whose fair market value exceed their tax basis as

of the S Corporation effective date and are expected to be disposed of within ten years from the date of conversion to S status. All other
Federal deferred tax liabilities, net of deferred tax assets, were reversed into income.
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8. Income Taxes (continued)

Income before taxes, as reported for financial statement purposes, is comprised of the following:

United States
Foreign
Income before income taxes

Income tax benefit (provision) consists of the following:

Federal:
Current
Deferred

Total Federal

Foreign:
Current
Deferred

Total foreign

State and local:
Current
Deferred

Total state and local

Income tax benefit (provision)

Year Ended December 31
2010 2009 2008
(Thousandls)

$ 103,713 $ 51,631 §  (45,270)
78,185 76,153 170,482

$ 181,898 § 127,784 § 125,212

Year Ended December 31
2010 2009 2008
(Thousandls)

$ 1,281 §$ 3,168 $ (510)
32 33 (1,070)
1,313 3,201 (1,580)
403 (6,766) (13,487)

(151) 49 2,973
252 (6,717) (10,514)

(347) (186) 257

(439) 559 -

(786) 373 257
S 779 § (3,143) $ (11,837
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8. Income Taxes (continued)
Deferred income tax liabilities primarily consist of temporary differences related to property, plant and equipment.

State net operating loss and credit carryforwards of $9.3 and $10.9 million at December 31, 2010 and 2009, respectively, representing
states in which the Company is not an S corporation, are subject to a valuation allowance of $9.2 and $10.3 million, respectively. Non-
U.S. net operating loss carryforwards of $7.9 and $8.0 million at December 31, 2010 and 2009, respectively, are subject to a valuation
allowance of $7.9 and $7.4 million, respectively.

In connection with the S election, effective January 1, 2007, the Company entered into a tax sharing agreement with IS Holdings, its
parent company, and ISP with respect to the payment of Federal income taxes and certain related matters. During the term of the 2007
Tax Sharing Agreement, which extends as long as the income and deductions of the Company, as well as any of its domestic subsidiaries,
are included in the Federal taxable income of ISP (or a successor entity), IS Holdings, or included in Federal taxable income by ISP’s
direct or indirect shareholders, the Company is obligated to pay to ISP an amount equal to those Federal income taxes the Company
would have incurred if the Company filed its own consolidated Federal income tax return. Each tax year stands on its own and no
attributes such as net operating losses or credits in excess of liability may be carried either forward or back.

The 2007 Tax Sharing Agreement provides for analogous principles to be applied to any state or local taxes. Under the 2007 Tax Sharing
Agreement, ISP makes all decisions with respect to all matters relating to taxes of the ISP Group.

The Company adopted the FASB’s guidance for accounting for uncertainty in income taxes as of January 1, 2009. As a result of the
adoption of this guidance, the Company recognized no material adjustments to reserves. At December 31, 2010 and 2009, the Company
had approximately $7.9 and $11.7 million, respectively, of unrecognized tax benefits. No unrecognized tax benefits are expected to
significantly increase or decrease within the next twelve months.

In the first quarter of 2010, ISP consummated a reorganization of certain of its foreign subsidiaries not owned directly or indirectly by the
Company which reduced the Company’s potential future liability under the 2007 Tax Sharing Agreement, resulting in the elimination of
$8.7 million of previously accrued income taxes. Also in 2010, the Company reduced its reserve
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8. Income Taxes (continued)

for uncertain tax positions by $4.1 million, primarily due to lapses in the statute of limitations. The tax provisions in 2010, 2009 and 2008
otherwise principally relate to taxes on foreign earnings since, for domestic taxes, the Company is treated as part of an S Corporation.

The Company recognizes interest and penalties related to income tax matters in income tax expense. As of December 31, 2010 and 2009,
the Company had $2.8 and $3.3 million, respectively, of accrued interest and penalties, excluding any Federal tax benefit thereon.

For years prior to 2007, the Company and its subsidiaries were subject to U.S. Federal income taxes as well as the income tax of multiple
state and international jurisdictions. The Company has substantially concluded all U.S. Federal income tax matters for years through 2006.
Substantially all material state and local and foreign income tax matters have been concluded for years through 2002. The tax years 2003-
2009 remain open to examination by the major taxing jurisdictions to which the Company is subject.

On September 15, 1997, G-I Holdings received a notice from the Internal Revenue Service (the “IRS”) of a deficiency in the amount of
$84.4 million (after taking into account the use of net operating losses and foreign tax credits otherwise available for use in later years) in
connection with the formation of a partnership in 1990 named Rhone-Poulenc Surfactants and Specialties, L.P. (the “surfactants
partnership”). The IRS alleged that the formation of the surfactants partnership did not qualify as a tax-free contribution pursuant to
Section 721 of the Internal Revenue Code.

The predecessor of ISP and certain of its domestic subsidiaries (the “Predecessors”) were parties to tax sharing agreements with members
of a consolidated group for Federal income tax purposes that included G-I Holdings (the “G-1 Holdings Group”) in certain years prior to
January 1, 1997. Accordingly, the Predecessors, together with G-1 Holdings and certain subsidiaries thereof, could be severally liable for
amounts related to claims made by the IRS.

By Agreement dated November 30, 2001, G-I Holdings and the IRS agreed, among other things, that each non-bankrupt member of the
G-I Holdings Group shall be liable only with respect to taxable years during which it was a member of the G-I Holdings Group, that
certain statute of limitations defenses would be waived, and that the IRS would not assess any tax liability arising out of the 1990 taxable
year against any non-bankrupt member of the G-I Holdings Group prior to assessment against G-1 Holdings. Additionally, pursuant to the
2007 Tax Sharing Agreement, the Company is fully indemnified by ISP and IS Holdings, the Company’s parent company and sole
member, for taxes paid, if any, related to the surfactants partnership tax issue.
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8. Income Taxes (continued)

In connection with proceedings arising out of the IRS’s notice to G-I Holdings, the United States District Court for the District of New
Jersey, by opinion and order dated December 14, 2009, ruled that the IRS’s claims with respect to the formation of the surfactants
partnership in 1990 are barred by statute of limitations. There were no material developments in connection with this matter in 2010.

Although there can be no assurance in this regard, the Company believes that the ultimate disposition of this matter will not have a material
adverse effect on its business, financial position or results of operations.

9. Sale of Accounts Receivable

In February 2010, the Company amended its October 2001 agreement for the sale of its domestic receivables, as previously amended in
November 2004, May 2006 and November 2009. The amended agreement has a termination date of November 2011 and provides for
up to $50.0 million in cash to be made available to the Company, which could be increased to $75.0 million at the Company’s option,
based on a planned continuous sale program to a third party. The agreement permits the Company to sell certain domestic trade
receivables on a non-recourse basis for cash. The receivables are sold at face value which approximates fair value. The Company
continues to service, administer and collect the trade receivables. The fair value of the related servicing liability is not material. Under the
new agreement, the Company is not required to fund against the eligible receivables sold into the program. The Company discontinued
drawing cash available under this program in March 2010. As of December 31, 2010, there was $0 in drawn funds under this
arrangement. At December 31, 2009, the cash made available to the Company for the sale of receivables was $37.3 million. The
program is accounted for as a sale of financial assets under the provisions of current FASB accounting guidance. The excess of accounts
receivable sold over the net proceeds received is included in the Consolidated Balance Sheets as “Receivable from asset securitization
program.” The difference between the excess of the accounts receivable sold and the net proceeds received was $53.9 and $5.5 million at
December 31, 2010 and 2009, respectively. The fair value of the receivable from the asset securitization program approximates its
carrying value. The effective cost to the Company varies with LIBOR or commercial paper rates and is included in other income
(expense), net, and amounted to $1.1, $0.8 and $2.1 million in 2010, 2009 and 2008, respectively.
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10. Inventories

At December 31, 2010 and 2009, $80.5 and $97.7 million, respectively, of U.S.-located inventories were valued using the LIFO method.

Inventories are comprised of the following:

Finished goods
Work-in-process
Raw materials and supplies

Total

Less LIFO reserve
Inventories

11. Property, Plant and Equipment

Property, plant and equipment is comprised of the following:

Land and land improvements
Buildings and building equipment
Machinery and equipment
Construction in progress

Total

Less accumulated depreciation
Property, plant and equipment, net

December 31

2010 2009
(Thousands)
$ 196,172 § 175,805
47,624 34,030
63,197 69,388
306,993 279,223
(41,636) (31,509)

$ 265,357 $§ 247,714

December 31

2010 2009
(Thousandls)

$ 76,330 $ 73,457

166,803 159,745

1,019,145 952,622

59,894 89,366

1,322,172 1,275,190
(702,468) (657,753)

$ 619,704 § 617,437
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12. Goodwill and Intangible Assets

Goodwill represents the excess of the purchase price of an acquired enterprise over the fair value of the identifiable assets acquired and
liabilities assumed. Tests for impairment of goodwill are performed on at least an annual basis, or at any other time if events occur or
circumstances indicate that the carrying amount of goodwill may not be recoverable. The impairment testing is performed in two steps: (i)
the Company determines impairment by comparing the fair value of a reporting unit with its carrying value; and (ii) if step (i) indicates an
impairment, the Company measures the amount of impairment loss by comparing the implied fair value of goodwill with the carrying
amount of that goodwill.

To determine the fair value of each reporting unit, the Company utilizes a combination of an “income” approach and a “market value”
approach. With the “income” approach, the Company develops a discounted cash flow analysis based upon budgets and projections
reviewed and utilized by its management. In addition to the projected cash flow, the Company develops an appropriate terminal value
based on the operating results for the last year in the projection. Second, the Company develops a “market value” approach to value each
reporting unit, utilizing profitability data of comparable publicly traded firms in each industry and compares the carrying value of each
reporting unit with those independent firms. The two methods are then correlated based on the relevance and reliability of the two
approaches.

The Company’s annual tests for impairment were conducted in the fourth quarters of 2010, 2009 and 2008 based upon the third quarter
2010, 2009 and 2008 balance sheets, respectively, and followed the same approach. These tests did not result in any impairment charges.

The following schedule reconciles the changes in the carrying amount of goodwill for the years ended December 31, 2010 and 2009. All
goodwill pertains to the Company’s Specialty Chemicals segment (see Note 19).

(Thousands)
Balance, December 31, 2008 $ 292,032
Translation adjustment 3,489
Balance, December 31, 2009 $ 295,521
Translation adjustment (681)
Balance, December 31, 2010 $ 294,840
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12. Goodwill and Intangible Assets (continued)

The following is information as of December 31, 2010 and 2009 related to the Company’s acquired intangible assets:

Intangible assets subject to amortization:
Patents
Trademarks and copyrights
Formulations
Unpatented technology
Customer base
Non-compete agreements
Contracts
License agreement
Permits and registrations

Total amortizable intangible assets

Intangible assets not subject to amortization:
Trademarks
EPA registrations

Total unamortizable intangible assets

Total intangible assets

Aggregate amortization expense:
Year ended December 31:
2008
2009
2010

Estimated amortization expense:
Year ending December 31:
2011
2012
2013
2014
2015

December 31, 2010 December 31, 2009
Range of Gross Gross
Amortizable Carrying Accumulated Carrying Accumulated
Lives Amount Amortization Amount Amortization
(Dollars in Thousands)
15-20 years $ 17,827 $ (4,208) $ 19,211 § (3,451)
S years 1,957 (1,411) 2,030 (1,076)
5-10 years 3,116 (2,662) 3,116 (2,247)
7-15 years 5,389 (3,384) 5,418 (2,894)
5-15 years 11,249 (6,801) 11,675 (6,156)
2- 5 years 5,842 (5,842) 5,842 (5,629)
10 years 1,943 (777) 2,108 (632)
12 years 9,304 (1,002) 9,304 (226)
5-15 years 1,519 (482) 1,519 (392)
58,146 (26,569) 60,223 (22,703)
12,396 - 12,904 -
4,768 — 4,768 —
17,164 — 17,672 —
$ 75,310 $ (26,569) $ 77,895 § (22,703)
(Thousandls)
$ 5,727
4,310
4,547
$ 3,991
3,538
3,213
2,911
2,761
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Notes to Consolidated Financial Statements (continued)

13. Related Party Transactions

Effective February 2, 2009, the Company entered into a promissory note with ISP Investco LLC (“ISP Investco”), a 100% owned
subsidiary of IS Holdings, whereby ISP Investco may from time to time borrow the principal amount of up to $250.0 million. The interest
rate per annum on the note is equal to the three-month London Interbank Offered Rate plus 9.5%. Interest is due and payable on
June 15t and December 15th of each year, provided however, that ISP Investco shall have the option, upon notice to the Company, to
have all or any portion of any interest due added to the principal amount of the loan in lieu of payment. Of the total of $13.2 million interest
paid on the note in the year 2009, $8.7 million was paid in cash and $4.5 million was paid-in-kind. The note was due and payable on
June 4, 2014 or earlier at the Company’s demand. As of December 31, 2009, there were $153.8 million of borrowings outstanding under
this arrangement. On October 1, 2010, the Company distributed the note to IS Holdings in the form of a dividend. In connection with this
dividend, the long-term loan receivable of $153.8 million from ISP Investco, together with accrued interest receivable of $4.6 million, was
eliminated.

Included in the Consolidated Balance Sheets are the following receivable (payable) balances with related parties, which arise from
transactions between the Company and its affiliates, including the management and services agreements, as discussed below:

December 31

2010 2009
(Thousandls)
ISP Inc. parent company $ 2,808 $ (683)
ISP Investco LLC 893 2,109
The Heyman Entities = 870
ISP Minerals Inc. 4,681 9,379
Building Materials Corporation of America 3,734 5,523
First General Insurance Company, Inc. 8,877 6,738
Other 14 (226)
Total receivables from related parties $ 21,007 $ 23,710

In October 2009, an affiliate of the Company formed First General Insurance Company, Inc., a wholly-owned captive insurance
subsidiary (the “Captive”) to provide insurance coverage to the Company and its subsidiaries effective November 2009. The Captive
insures the deductible portion of the Company’s general insurance obligations. The Company has recorded a receivable of $8.9 million on
its consolidated balance sheet at December 31, 2010, representing transactions
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13. Related Party Transactions (continued)

made with the Captive related to a similar amount of general insurance liabilities. Such reserves were actuarially determined, in the
aggregate, based on a reasonable estimation of insured events that have occurred. The Company believes there could be uncertainty
associated with the loss estimates, and actual results may differ from estimates. Modification of these loss estimates are based on
experience and changed circumstances and are reflected in the period in which the estimate is re-evaluated and, accordingly, the future
premiums paid to the Captive will be adjusted.

Pursuant to management and subcontracting agreements (the “Management Agreements”), the Company, through a subsidiary, provides
certain general management, administrative, legal, information, telecommunications and facilities services to Building Materials Corporation
of America, an affiliate (“BMCA”), G-I Holdings, ISP and certain other affiliates. Charges by the Company for providing such services
aggregated $35.1, $30.7 and $23.6 million for 2010, 2009 and 2008, respectively, and are reflected primarily as reductions of selling,
general and administrative expenses. Such charges consist of management fees and other reimbursable expenses attributable to, or
incurred by the Company for the benefit of, the respective parties, which are based on an estimate of the costs the Company incurs to
provide such services. The receivable from such affiliates for management fees at December 31, 2010 and 2009 was $4.6 and
$9.5 million, respectively. In addition, the Management Agreement incorporates internal investment-related services provided to ISP
Investco for managing ISP Investco’s short-term investment portfolio and generating investment income. The Company and BMCA also
allocate a portion of the management fees payable by BMCA under the Management Agreement to separate lease payments for the use of
BMCA'’s headquarters.

Pursuant to a services agreement (the “Services Agreement”) dated April 1, 2010 between ISP and the Company, ISP provides the
Company with services including (i) corporate development and strategic planning, (ii) risk management, (iii) tax planning, consultation and
advice, (iv) corporate finance, financial planning and fiduciary services, (v) legal services, (vi) general management services and (vii) other
services as agreed upon by the parties. The Services Agreement will continue in full force and effect unless and until either party to the
agreement terminates the agreement upon 90 days advance written notice. Pursuant to the Services Agreement, ISP charged the
Company a total of $2.6 million for the year 2010.

Effective January 1, 2005, a subsidiary of the Company entered into a management services agreement with Heyman Properties, LLC and
Heyman Investment Associates Limited Partnership (collectively, the “Heyman Entities”), which are related through common control.
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13. Related Party Transactions (continued)

The management services agreement terminated effective January 1, 2009. Under the agreement, the Company provided certain general
management services, and the Heyman Entities provided certain advisory services for specified fees. The Company charged a net amount
of approximately $0.4 million related to these services in 2008. The receivable for such services at December 31, 2010 and 2009 was $0
and $0.9 million, respectively.

14. Long-term Debt and Lines of Credit

Long-term debt is comprised of the following:

December 31

2010 2009
(Thousands)

Senior Credit Facilities:

Term loan maturing in June 2014 $ 1,201,908 S 1,214,363

Revolving credit facility - —
Total long-term debt 1,201,908 1,214,363
Less current maturities (12,455) (12,455)
Long-term debt less current maturities $ 1,189,453 § 1,201,908

On June 4, 2007, the Company and four of its 100% owned subsidiaries amended and restated the June 2001 senior secured credit
facilities (as previously amended and restated as of April 4, 2004 and February 16, 2006) (the “Senior Credit Facilities”). The Senior
Credit Facilities were increased from a $1,200.0 million total facility to a $1,520.5 million total facility. The Senior Credit Facilities are
comprised of a $1,245.5 million term loan with a maturity date of June 4, 2014 and a $275.0 million revolving credit facility with a
termination date of June 4, 2013. The revolving credit facility includes a borrowing capacity not in excess of $75.0 million for letters of
credit. As of December 31, 2010, no borrowings and $10.4 million of letters of credit were outstanding under the revolving credit facility.
All borrowings under the amended Senior Credit Facilities are based on either an alternate base rate (based on the banks’ base rate or on
the federal funds rate) or on LIBOR plus a margin based on the ratio of the Company’s total consolidated debt to EBITDA (as defined in
the Senior Credit Facilities). The average interest rate at December 31, 2010 on borrowings under the Senior Credit Facilities was 1.8%.
Commitment fees are charged to the Company at a rate per annum equal to 0.375% or 0.50% of
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14. Long-term Debt and Lines of Credit (continued)

the average daily unused amount of revolving credit commitments, based on the ratio of the Company’s total consolidated debt to
EBITDA. The $1,245.5 million term loan has repayment terms of $12.455 million annually, payable in equal quarterly installments through
March 31, 2014, with a balloon payment of $1,161.4 million due on June 4, 2014.

At the time of the refinancing transaction on June 4, 2007, the Company borrowed an additional $305.0 million under the new term loan
to bring the total term loan balance outstanding to $1,245.5 million. This additional borrowing was used to repay $22.0 million outstanding
under the revolving credit agreement and also a total of $65.0 million of borrowings from ISP Investco plus accrued interest of
$1.4 million.

The amended Senior Credit Facilities require compliance with a senior debt leverage maintenance ratio. In addition, the Senior Credit
Facilities limit the ability of the Company and its subsidiaries, other than its unrestricted entities, to incur additional debt, incur liens and pay
dividends or make certain other restricted payments and restricted investments. The Company and substantially all of its domestic
subsidiaries, excluding its unrestricted entities, as well as a certain limited number of the Company’s foreign subsidiaries, are designated as
obligors under the Senior Credit Facilities. The obligations of the obligors under the Senior Credit Facilities are secured by a first-priority
security interest in 100% of the capital stock of the Company’s domestic subsidiaries, as well as a certain limited number of the
Company’s foreign subsidiaries, and 66% of the capital stock of some of the Company’s other foreign subsidiaries, and substantially all of
the real and personal property of the obligors and the Company’s other domestic subsidiaries, except for the Company’s accounts
receivable subsidiary and certain immaterial subsidiaries. The amended Senior Credit Facilities also contain a provision whereby a change
in control of the Company would result in a default.

The fair value of the Company’s term loan at December 31, 2010, based upon broker quoted secondary market prices, was
$1,184.4 million, while the carrying amount was $1,201.9 million.
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